This paper discusses the impacts of the introduction of electronic general meetings on shareholder participation in Turkey. A long chain of intermediaries, national barriers and predominantly manual workflows adversely affect participation and representation of shareholders in general meetings around the world. International practices, standards and regulations together depict the features of a seamless and cost efficient model in general meeting processes. The study concludes that the new model, which was implemented by Merkezi Kayıt Kuruluşu A.Ş. (MKK), provides an ideal platform for the exercise of managerial rights in Turkey.
T he quality of corporate governance mechanisms on which shareholders' incentives rely depends on the way General Meeting (GM) participation is exercised. GM processes are becoming more complicated and costly for investors, with the increasing institutionalization and globalization of share ownership. Financial cross border services typically involve a long chain of intermediaries, and with additional barriers such as national laws that restrict electronic voting and market practices such as share blocking, this exacerbates the complexity of related procedures. Furthermore, manual workflows and non-automated processes in the exercise of shareholder rights increasingly create inefficiencies for issuers, intermediary institutions and investors.
In an ideal corporate actions management model, the source of information, issuer entities and their agents should have direct links to the system used by shareholders and their agents. This model would enable issuers to make GM related notifications sufficiently timely to allow all parties (i.e. custodians, shareholders and their agents) access to the flow and therefore to process and respond. Core GM processes such as issuer notifications, shareholder registrations, meeting day arrangements, proxy assignments and voting through a centralized and secure electronic platform can enable organizations and investors to work more productively, efficiently, consistently and securely within tight deadlines.
In this regard, Central Securities Depositories (CSDs), being the central data warehouses for capital markets that maintain securities accounts at the top tier level of the holding chain, are good candidates for operating platforms for corporate actions and GM processes. In particular, CSDs that operate direct account holding systems allowing segregation of accounts at the level of beneficial owners can remove complexities affecting the way in which shareholders exercise their rights. Intermediary institutions, banks and issuers are generally members of CSDs and this proximity allows these institutions to develop services for the exercise of financial and managerial rights by shareholders. [1] This paper proposes the Turkish model, a single electronic platform (Electronic General Meeting System, "e-GEM"), which was developed by Merkezi Kayıt Kuruluşu A.Ş., the Central Securities Depository (CSD) of Turkey, as an ideal solution to the growing inefficiencies and costs in all GM process management chain that are faced by companies and shareholders. In the first part of the paper, we will outline the global framework for best practices and principles in management of GM processes and exercise of shareholder rights.
In the remaining parts, we will provide a review of the new Turkish model for GM process management and present the impacts it has had on corporate governance practices in Turkey since the October 2012 launch date. All in all, the paper introduces a nearly optimal system for GM processes that can be adapted by regulatory institutions, stock exchanges, CSDs and other capital market service providers around the world.
[1] It is worth noting that, even in CSDs that operate beneficial owner based account systems, investors can not be direct participants at CSDs. Investor accounts are usually operated by intermediary institutions that are hence called "account operators."
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Global Initiatives Regarding General Meetings
GM processes that allow efficient and transparent exercise of ownership rights are fundamental parts of modern corporate governance practices. However, such fully efficient systems rarely exist in any market in the world today, and the current state of market practices concerning GM operations hampers implementation of various public and private sector corporate governance initiatives. The long chain of financial intermediaries (e.g. custodian banks, sub-custodian banks, voting agents, etc.) between companies and beneficial owners is the primary cause of the current complicated nature of GM operations. Each additional entity in the chain adversely affects the quality of information received from issuers and shortens the period in which a shareholder must decide on whether to exercise managerial rights. Apart from the obvious costs associated with the direct participation of foreign investors, the high number of shareholders residing in distant geographies adversely affects shareholder participation in GMs even in local markets (Kobler, 1998: 673) . A clustering of meeting dates on certain months of the year in some local markets, and problems related to an effective distribution of issuer announcements such as meeting convocations further reduce the number of shareholder attendances at GMs. Low shareholder participation in turn gives rise to a preferential treatment of some shareholders, a practice which usually leads to the dominance of minority shareholders' decisions on company matters that are voted during GMs.
As the number of intermediaries increase, the link between companies and beneficial owners disappears. This problem is accentuated by national market practices that allow for nominee share holding structures, a common structure for many of the developed markets in the world. Investor holdings pooled in single nominee accounts, generally in the name of sub-custodians, make it nearly impossible to identify shareholders that possess managerial rights. Nominee accounts further complicate the voting process by restricting nominees (legal persons) to cast a single global vote on meeting agenda items irrespective of the individual decisions of shareholders who hold securities in those accounts. A sound corporate governance mechanism in this structure would require the shareholder to be physically present or represented at the meeting to cast a vote. However, in regard to the mainly institutional and cross-border nature of shareholdings, physical participance is far from being practical.
As a means to harmonize market practices and standards and to enforce their comprehensive implementation, international and public bodies began to take action during the last decade. In Europe, a directive (EU Shareholder Rights Directive) was enacted in 2007 to regulate the exercise of shareholder voting. Recent initiatives by international organizations in this respect include corporate governance principles that were issued by the Organisation for Economic Co-operation and Development's (OECD) and the International Corporate Governance Network (ICGN).
In this regulatory background, market standards in corporate actions operations, and in GM related operations in particular, were usually set up through voluntary initiatives, they being based on a general acceptance by market participants. However, market participants do not constitute a single body and as a result there have been various efforts in the past to generate a single set of GM operations standards around the world. The "Joint Working Group on General Meetings" (JWGGM), which was set up at the initiation of the European Commission to draft a single set of standards based on GM related processes in Europe, is an example of regional efforts. At the global level, the International Securities Services Association (ISSA) gathered national and regional standards into a single document and issued the "Global Principles for Corporate Actions and Proxy Voting" as a framework for issuers, intermediary institutions, industry associations, financial market infrastructures and regulators to support the implementation of best practices in national markets.
Before going into detail on the new Turkish practices for GM process management, a survey of recent developments in these initiatives will be provided to illustrate the properties of an ideal global model for GM related operations.
The EU Shareholder Rights Directive (2007) introduced a model for better corporate governance practices in EU member states. The directive primarily aims to resolve the costly and time-consuming nature of the flow of GM processes due to the involvement of a high number of intermediaries between issuers and end investors. It defines various standards that were further studied and harmonized by working bodies both at the European and the international level. These standards include minimum lengths of time for the exercise of rights, the nature of information to be delivered by issuers and the removal of obstacles to the exercise of shareholder rights to enhance corporate governance in listed companies. [2] In the context of increasing cross-border investments, intermediaries are often subject to different legislations that affect the practical exercise of rights granted by company laws. The intermediated nature of the relation between issuers and investors makes the flow of information more complex and time-consuming. Several barriers to voting exist especially in cross-border voting schemes, since foreign institutional investors are prevailing in most markets (OECD, 2011: 52) .
The EU member states are required to make necessary regulations in the context of the principles stipulated under the directive. The said principles are: equal treatment of shareholders, timely notification of shareholders, provision of electronic attendance at GMs, establishing means to assign proxies, enabling communication between companies and shareholders, and providing access to voting results.
According to the directive, the notice of attendance at GMs should be delivered by companies at least 21 days before the meeting. However, companies may decide to send convocation notices 14 days before a meeting when electronic attendance means are provided. The numbers regarding total shares and votes as well as share kinds, draft resolutions and proxy forms should also be issued together with the notice in case they are not directly sent to shareholders.
The directive further states that electronic attendance at GMs should not be restricted by national laws, whereas limitations regarding ID authentication and security are accepted as long as they are proportionate and compulsory. Similarly, shareholders' right to submit queries can only be limited by ID authentications, a smooth running of GM processes, the prevention of a disclosure of company secrets, and the protection of company interests. It is possible to give a sole response to questions on the same matter and a question may be deemed to be answered if the response is already published on the company web site.
Proxy voting was accepted in the directive as the most convenient way of voting for the investors who can not attend GMs due to geographical reasons. EU member states are free to regulate the number of the proxies a shareholder is allowed to assign for a GM. However, assignment of more than one proxy for shares kept in different accounts should be allowed. Shareholders must be allowed to assign proxies via electronic means, and at least one method to do so must be provided.
Disclosure of meeting results is considered an important component of GM procedures, and hence it is regulated under the directive. According to the directive, voting results should be published via the company web site no later than the 15th day following the meeting date.
Another important change brought about by the directive is the removal of the EUwide system of share blockage. Share blockage was a market practice in ID authentications as an alternative to the record date system that is accepted in developed markets today. In this practice, the shareholders who intend to attend GMs were obligated to block their shares several days before a meeting. In essence, the practice prevented shareholders who wanted to trade their shares from attending GMs. The share blockage system is abolished with Article 7 of the directive, and the identification of beneficial owner shareholders is now legally required to be undertaken according to ownership status on record dates.
The Market Standards for General Meetings (2010) , which was drafted by the Joint Working Group on General Meetings [2] (JWGGM), primarily aims to dismantle the Giovannini Barrier 3.
[3] The barrier referred to difficulties faced by shareholders in EU cross-border exercises of managerial rights, and particularly, to the inefficient manual processes involved in GM related operations. The European level standards, which were endorsed by all market constitutiencies by July 2010, aimed to harmonize and streamline GM related operations in member countries within the framework of regulations such as the Shareholders Directive. Gap analyses were undertaken by countries and Market Implementation Groups (MIGs) were formed to monitor the level of compliance in each country.
Above all, the standards point to the need for "cost-efficient and effective (as to cost, time, and security)" flows of information between all parties involved. Shareholders should be informed and updated by issuers "by close of business day" of any [2] JWGGM is an experts group initiated by the European Commission at the end of 2005.
[3] One of the EU Commission initiatives aimed at the integration of capital markets was the creation of a group of experts known as the Giovannini Group. 15 barriers that prevent efficient cross-border clearing and settlement of securities in the EU were identified by two reports issued by the Group in 2001 and 2003. Barrier 3 concerned harmonization of corporate actions practices, including GM processes, in member states. For a review of the two reports see CESAME, "Solving the industry Giovannini Barriers to post-trading within the EU," 28 November 2008.
information related to a meeting. Electronic systems should be used for distribution of information, which should take place in globally accepted message formats (i.e. ISO standards), and where possible by straight-through-processes (STP). The narrative text area of these messages should be written in English for the use of foreign investors.
CSDs and intermediaries such as local custodians stand between issuers and shareholders as the parties to direct information from issuers to beneficial owners within one business day from the settlement of a transaction. Although it is accepted that there might be many number of intermediaries in the chain, information sourced from issuers should remain "unaltered" in its communication to shareholders.
As stated in the Shareholders Directive, share blockage practice should be removed in shareholder identification for meeting participation and voting. Investors' entitlements for managerial rights should be determined by close of business at record date by using the beneficial owner records at CSDs and issuer books. Shareholders should be able to declare their participation status (attendance in person or through a proxy) to intermediaries up to four or five days before a meeting. Issuers should receive these declarations two or three days before a meeting.
All in all, electronic systems, which could be established by CSDs, were recommended by the standards to implement the automatic flow of information down the process chain and to enable meeting participation.
Global Principles for Corporate Actions and Proxy Voting (2012) of ISSA working group on corporate actions, consolidated ongoing best practice and harmonization initiatives around the world and issued a single market standards document that also included best practices for GM related operations. The document states that information flow sourced from issuers should be in a digitized form in adherence to ISO standards, and should take place "not less than five to fifteen business days" before a key date in an ideal GM operations model (ISSA, 2012: 12) . Implementation of STP in processes starting with communication of notifications is one of the fundamental aspects of this model.
ISSA acknowledges the fact that implementing the digital flow of information has a limited success around the world due to a lack of regulations mandating issuers and agents to send GM related data in suitable electronic formats (ISSA, 2013: 3) . Digitization of information at the source, that is from the issuer, is regarded as crucial for the electronic communication of GM related data in an efficient, secure, complete and correct way. Considering significant financial risks involved in the manual entry of data in the process chain, a central utility for the digital flow of information was recommended as an ideal platform.
Market infrastructures, CSDs in particular, were identified as having primary roles as "centralizing agents" in GM processes. According to the standards, these institutions should ensure the effective and timely flow back and forth between issuer companies and shareholders of information such as meeting announcements, voting instructions, confirmations and meeting results. Meeting related documents such as prospectuses should also be made available before meetings through public websites (ISSA, 2012: 7) . The standards assign the task of establishing electronic voting in local markets to issuer companies. Electronic voting should not be confined to manual entry of votes by shareholders (or their agents) into a "web platform" owned by issuers (or their agents). Shareholders should be able to vote and assign proxies through electronic means using ISO formatted messages, and issuers should confirm the receipt of votes in a timely manner through the same platforms. Post-meeting information such as resolution and voting outcomes should also be made available for shareholders through public websites where possible (ISSA, 2012: 13) .
The OECD's Principles of Corporate Governance (2004) include regulations related to shareholders' rights under the sections II and III. Section II with the title, "The Rights of Shareholders and Key Ownership Functions," (OECD, 2004: 32) defines shareholder rights as basic rights. It is stipulated under principle II.A that the basic rights should include the right to use secure methods of ownership registration, to convey or transfer shares, to obtain relevant and material information on the company on a timely and regular basis, to elect and remove members of the board, to share in the profits of the corporation, and to participate and vote in GMs. The right to participate and vote in GMs is treated in detail under principle II.C. According to this principle, shareholders should have the right to effectively attend and vote in GMs. Moreover, they should be informed of the rules, including voting procedures that govern GMs; they should be provided with the opportunity to ask questions, place items on the meeting agenda, and they should be furnished with sufficient and timely information concerning the date, location and agenda of meetings, as well as full and timely information regarding the issues to be decided at the meeting. Principle II.C.3 is related to proxy voting and states that shareholders should be able to vote in person or in absentia, and equal effect should be given to votes whether cast in person or in absentia.
Section III (OECD, 2004: 40) is titled "The Equitable Treatment of Shareholders." A component of the equitable treatment of shareholders is defined as removing the impediments to cross-border voting. Furthermore, according to principle III.A.5, which is closely related to the principle III.A.4, processes and procedures for GMs should allow for equitable treatment of all shareholders, and company procedures should not make it unduly difficult or expensive to cast votes.
The OECD Principles were undergoing a review at the time of writing this article in order to reflect recent changes in capital markets. The draft review of the OECD Principles of Corporate Governance [4] (2014) gives a greater weight to the use of electronic methods in GM processes. In the revised principle II.C.2 electronic platforms are recommended for the delivery of proxy materials. In principle II.C.5, the usage of secure electronic media is recommended to support shareholder participation in GMs through proxies. Furthermore, in section III.A paragraph 47, disclosure of voting records is given as good market practice.
ICGN Global Governance Principles (2014) , drafted by ICGN's "Shareholder Rights Committee," focus on improving voting processes in the world. The commit-tee identified operational weaknesses, transparency and verifiability issues regarding voting practices and made suggestions on removing obstacles to efficient cross-border voting in particular.
There can be inconsistencies between the meeting agenda issued by companies ("golden copy") and the agenda received by investors due to the great number of intermediaries between the parties. These intermediaries are usually responsible for the translation of the agenda and the aggregation of agenda items. Any information omitted or mishandled by the intermediaries can have serious consequences in the conveyance of complete and correct information to shareholders. In this regard, electronic methods for the issuance of golden copy data should be used for the direct access of shareholders.
According to the ICGN recommendations, GM agenda, along with information such as the date and location of a meeting, should be made available to shareholders through company websites or any other electronic means at least one month before the meeting (ICGN 2014: 19) . The committee recommends direct delivery of meeting notices by companies to CSDs using messages in standard formats (i.e. ISO formats). Share blocking or any restrictions regarding share holdings should also be abolished.
A reliable vote confirmation system is another requirement of an efficient voting system. In this regard, confirmations on votes cast in person or through proxies should be delivered to shareholders promptly. Outcomes of the votes and voting results per agenda item should be recorded and made available for shareholders' access. All in all, ICGN recommendations focus on electronic means for dissemination of meeting related documents and information and for electronic voting as best practices.
Properties of an Ideal System for General Meeting Processes
All the principles and standards combined aims to remove difficulties investors face in exercising managerial rights, especially when their securities are held cross-border. Services provided to local and international investors should be at the same level in order to enhance participation in GMs as a precondition for improving the level of corporate governance practices. Other properties can be summarized in four categories as follows:
1. GM processes are among the types of corporate actions operations that involve a flow of information in both directions (i.e. from issuer to intermediary/beneficial owner and from intermediary/beneficial owner to issuer). An issuer, with the responsibility to provide correct and complete information and documentation should provide the source information and related notifications via an intermediary, a CSD or another single platform [5] all the way to beneficial owners in a secure and timely manner. Shareholders in turn should have the capability of registering their votes in a timely and cost efficient way. In case a proxy is assigned by a shareholder, confirmation of the registered votes should also be executed preferably using the same communication channel.
[5] Considering the market traditions of clustering GMs in certain months of the year, quick and complete delivery of information has an utmost importance. In that regard, a single platform for all GMs would be the best alternative.
2. Practice of securities freezes should be eliminated in shareholder identification. Electronic methods that would also be utilized for communication within operational deadlines [6] and remote voting purposes should be introduced. Flow of information should take place through a secure electronic environment [7] which would also facilitate STP from issuer to beneficial owner by using global industry standards and formats. The platform should aim at ensuring efficiency in GM related processes in order to reduce operational costs and risks. 3. Shareholders should be able to assign proxies and vote in a timely and cost effective manner. Since voting is not the primary mechanism for shareholder engagement, an ideal model of GM management system should enable monitoring of company management in an efficient way, such as by getting in direct communication with company representatives. 4. An ideal operations model should also provide fast and easy access to meeting results following the conclusion of GMs. Shareholders should be able to receive all relevant information that flows from companies regarding GMs. The model should establish better communication between companies and investors to ensure more informed exercising of managerial rights and thus improving corporate governance and investor protection.
Electronic General Meeting Model in Turkey -Regulatory Background
Management of GM related operations builds on a sound legal framework that directly affect shareholder participation in a country, and hence the level of corporate governance. Market practices designed on such a regulatory background should be able to bridge the gap between issuers and shareholders. Turkey is a good example for this phased approach where regulatory reforms initiated new market practices in GM processes. The major obstacle affecting corporate democracy in Turkey was the low level of shareholder participation to GMs. Low participation levels were aggravated by the rising share of foreign, mostly institutional, investors in the shareownersip structure of Turkish publicly traded companies [8] It was clear that a regulatory reform was needed in order to tackle this issue once and for all.
The first major reform concerning GM operations in Turkey came with the new Turkish Commercial Code (TCC 6102). The Code, effective on 1 July 2012, brought about drastic changes in GM operations. The most significant of these changes were giving electronic participation the same legal basis as participation in physical meetings and mandating that all listed companies convene electronic GMs concurrently with physically present meetings. Hence, Turkey became the first country in the world to [6] As an example to these deadlines, standards recommend that companies should send GM related information to shareholders at least 21 days before a meeting. 'Record dates,' usually 2 days before a meeting, should also be implemented in national markets for correct identification of right owners. [7] This environment should ideally make use of a digital signature framework.
[8] According to MKK records, the share of foreign ownership in free float shares was 64% as of end 2014.
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BOGAZICI JOURNAL legally mandate usage of electronic platforms for GM operations [9] (Kelleher, 2012) . Article 1527 of the Code paved the way for direct shareholder participation in GMs, introducing real time interaction of shareholders and company representatives, as well as electronic participation and electronic voting. Furthermore, the market practice of freezing shareholdings before GMs was abolished in Articles 415 & 417. Shareholders' lists containing information on shareholders or their proxies, that could be obtained from MKK system one day before the meeting, became the new standard for shareholder identification.
MKK, as a CSD that has all listed issuer companies as its participants and as the operator of a beneficial owner based depository system, was deemed to be an ideal institution in establishing a single electronic platform for GM operations. The shareholding records held at MKK system constituted the most up-to-date stock ledgers for floating and non-floating shares in Turkey. As the identification of shareholders was easier in this system, the exercise of rights by investors could be undertaken in a less complicated and more direct way. Issuers could also easily report the number of votes that were to be cast at GMs.
MKK's investor based account holding system was also ideal for establishing a model that would allow straight through processing of GM related operations. The resulting efficiency is important in determining beneficial ownership of shares and enabling a direct communication channel between issuers and shareholders since all listed companies have a legal obligation to become MKK members. The CSD holds, besides ownership data, contact information such as e-mail addresses and mobile phone numbers for all investors in Turkey. Utilizing these data has enabled MKK to create a platform that directly connects shareholders and issuer companies for all GM related processes beginning from the distribution of pre-meeting information.
MKK's central role had indeed previously been stated in the Istanbul International Financial Center project's strategy document of 2009, which had assigned the institution for the task No. 49, the "Exercise of dematerialized ownership rights on electronic environment," as the responsible entity. However, only after the enactment of the new Capital Market Law (CML 6362) on 30 December 2012 did this assignment gain a regulatory backing. Article 30 of the law ruled that electronic participation in GMs of publicly traded companies should be carried out through the platform that would be established by MKK.
The laws and subsequent secondary regulations furthermore introduced a pure record date system for identification of shareholders and institutional representation for the collective exercise of voting rights. Moreover, important dates for GM processes were harmonized with international standards. Besides determination of the record date (GMD-1 until 23:59 pm), posting of meeting convocations on company websites and the trade registry gazette was mandated to take place three weeks before the meeting date. Delivery of meeting documents such as audit reports had also to be undertaken at least 15 days before a meeting according to the new regulations.
[9] Although electronic platforms are widely used in the USA and Europe, their usage has never been made a market practice. As a result, most of the GM related operations in advanced markets are still handled manually.
A fundamental feature of the electronic platform that ensures information security and ease of access is the usage of electronic signatures which have the same legal effect as hand-written signatures. The e-Signature Law (ESL No. 5070) had permitted wide usage of electronic or mobile signatures that contain personal ID data in online services years before the introduction of an electronic platform for GMs. This regulatory framework further allowed MKK to establish a system which completely changed the whole process chain in GM operations.
CSDs' involvement in GM related services is in fact a recent, yet not very wide, trend in other countries too. VP Securities A/S, the Danish CSD which also operates a beneficial owner-based account structure, began providing electronic voting facilities following the change in the Danish Code of Commerce in 2003. Although the legal changes allowed convening of virtual-only GMs in the country, a hybrid structure where e-voting is applied at physical GMs is in use at the moment.
[10] Apart from hybrid models, virtual-only GM platforms were introduced in some countries like the USA by third party service providers. On the other hand, virtual-only GMs were shunned by shareholders because of the limited communication capabilities provided by those platforms (Ergincan ve Yayla, 2011: 14-15 ). The Turkish model is however unique as a system that encompasses all GM related operations (for both physical and virtual meetings) from automatic notifications to e-voting, and as a communication platform between shareholders and companies. e-GEM operations and their effects on corporate governance practices in Turkey will be examined in the next sections.
The Electronic General Meeting System (e-GEM) and the New GM Process Management Chain in Turkey
The first and most comprehensive study on electronic general meetings in Turkey was "Corporate Governance: Status in Turkey and Suggestions for Improvement" by Yakup Ergincan and Osman Gürbüz (2004: 91-102) . In this book, the authors discuss in detail how to conduct general meetings through the web and establish a central electronic platform for general meeting related operations, and point out the possible economic benefits that would arise with such a platform. The new model was further defined by Ergincan in its improved form as "Mobile Corporate Governance" (Ergincan, 2011: 181) which encompasses a high degree of communication between shareholders and companies through electronic media. The GM process chain on the electronic platform to be designed by MKK began with the automatic notification of shareholders through channels such as SMS and e-mail messages before GMs. The platform would also enable remote participation, representation, real time electronic voting and communication and post-meeting information sharing.
The e-GEM project was started in November 2011 and included the responsibility assigned to MKK under the Istanbul International Financial Center project. The system was launched in October 2012 following the enactment of the new TCC. e-GEM represents the "virtual general assembly" method as opposed to the "online participated presence" method as it aims to bring all shareholders onto a single electronic platform through which the whole GM process is managed, including remote participation (Ergincan, 2011: 189) . Nevertheless, e-GEM did not bring about an electronic-only GM practice in Turkey. The current system in Turkey is a hybrid model that allows both in-person and electronic attendance.
e-GEM aims, first and foremost, to raise the level of corporate governance in Turkey to the level set by global regulations, industry standards and best practices. The system achieved this by introducing a platform for borderless participation for GM related processes. In fact, e-GEM established a much more effective system by connecting issuer companies directly with shareholders, utilizing the direct account holding structure operated by MKK. As a system that enables two-way direct communication between shareholders and companies, e-GEM goes beyond the requirements of global standards and best practices in corporate governance. (Ararat and Eroğlu, 2012) A general limitation of implementing full STP in GM processes, as recommended in international standards, is that issuers are usually not the first source of GM related information. Due to this fact, information sourced from issuers can have different formats. This "multi format" problem is usually solved with high operational costs by scrubbing corporate data from different sources. In this limited model issuers have no ability to reach their shareholders directly in a timely and complete manner. The legal framework and the integraton of MKK's Central Dematerialized System (CDS) with the Public Disclosure Platform [11] (PDP), the primary source of information on listed companies in Turkey, paved the way for establishing a GM process management model in Turkey, unprecedented in scope and application in the world. The integration of two systems and the transfer of PDP management to MKK facilitated STP in distribution of GM related information.
Operations before the GM date begin with automatic notifications sent by issuers directly to shareholders through the PDP, which is one of the most crucial components of the GM management model in Turkey. In operation since June 2009, the PDP enables issuer companies to post their financial statements, disclose material events, and make corporate action notifications and other company announcements directly for the use of investors in a reliable and secure manner. The integration of this platform with e-GEM enabled issuers to send GM related information such as meeting dates to shareholders directly and without any manual intervention, once they post them on the PDP. Digitally signed convocation letters, proxy letters and company documents that are related to GMs, such as meeting agenda, proxy samples, amendment texts, etc. can also be uploaded on e-GEM by companies. This initiates instant notification of shareholders and other investors that are interested in receiving information on the company through SMS, [12] e-mail and SWIFT messages in internationally accepted formats. Interested parties are also notified on any changes in information and documents that are posted on the system. Shareholders that receive these notifications can declare their attendance (electronic or physical) or assign a proxy using the system by entering their IDs until one day before the meeting. Proxies are in turn notified through e-mail or SMS messages when an assignment takes place and they can attend the meeting physically or through e-GEM by registering with the system.
One of the most significant improvements in GM operations in Turkey was the removal of the practice of blocking shareholder securities before a meeting. A blockage mechanism was previously applied to identify shareholders who hold bearer shares three days before GMs and who have the right to vote at meetings. This practice was also carried out to prevent these rights holders from selling their bearer shares [13] until the end of meetings. The legacy practice for bearer shares became obsolete with the dematerialization of both registered and bearer shares and the increasing use of electronic systems in GM management that allowed automatic identification of beneficial owners by issuer companies. In the new practice, lists of shareholders that own securities carrying managerial rights are received by issuer companies from the e-GEM system one day before the meeting. The list of attendants for both physical and electronic meetings can be created in the legally required format by companies through e-GEM.
Another improvement in pre-GM operations came in proxy voting processes for foreign shareholders. In the previous system, local custodians that usually represent foreign institutional investors in GMs were undertaking cumbersome manual processes to be able to vote as proxies on behalf of these investors. In fact, the complicated background procedures, such as the inefficient flow of information on beneficial owners and legally required documents between foreign shareholders, their agents and the local custodians were the main factors limiting foreign shareholders' participation to GMs in Turkey. The traditional paper-based process required written and undersigned documents, whereas e-GEM makes use of the electronic signature framework. Delivery of proxy materials through the system removes preparation and sending costs [14] and ensures that shareholders receive the required documents directly. The system creates a further efficiency by allowing shareholders to send the materials back through the same platform. Moreover, shareholders that have voting rights can register their votes in advance of the meeting through their proxies.
Lists of attendants that are received by issuer companies one day before the meeting include IDs of proxies. This practice removes the need to submit any written document (e.g. power of attorney) for GM attendance for the proxies who are assigned through e-GEM. In fact, the electronic signature framework used in accessing the system also disposes of any other previously required processes for the identification of sharehold- [12] Only applicable for real person investors.
[13] Registered shares were exempt from this practice as beneficial holders of these shares were registered in company books. [14] Although there is no study carried out comparing mail delivery costs with e-voting in Turkey a similar comparison was made for the Australian case (Alcock et al., 2006) . The study estimated that electronic voting costs $0.03 per shareholder, while proxy voting through mail delivery costs up to $0.37. ers and proxies. Shareholders can give a general mandate to their proxies or they can choose to send separate instructions on each agenda item. In case such voting restrictions are set by the shareholder, e-GEM automatically sends the pre-determined votes when the proxy logs on to the system. In this regard, the shareholder is protected against any inconsistent votes cast by the proxy. According to the new regulations, shareholders can send, change or revoke their instructions one day before the meeting date. Voting instructions that will be utilized by proxies are sent by shareholders to the system observing the same timeframe. e-GEM also supports usage of multiple voting methods such as split voting and partial voting with the ability to restrict proxies on certain voting items. This feature of the system creates significant efficiencies particularly for foreign institutional investors who enter voting instructions on behalf of many beneficial owners, and hence allows effective individual representation at GMs.
General meeting day operations, including participation, voting and real-time communication are the main components of e-GEM. The system allows concurrent attendance at multiple GMs by the same user, by establishing a single point of access for shareholders. Shareholders and assigned proxies can attend meetings simultaneously conducted on the same day on e-GEM. Shareholders who do not attend meetings in person can give instructions to their proxies on e-GEM during the flow of the meeting. This ensures proxies acting solely in accordance with investor preferences and recording these on the electronic platform. Furthermore, pre-registered votes that were entered before a GM can be changed during the meeting if a shareholder logs on to e-GEM and attends the meeting electronically.
During a meeting, shareholders have several options for casting their votes. Voting instructions that were saved before the meeting are automatically sent by the system at the start of the voting time period [15] per agenda item. Shareholders can update their votes during voting time; otherwise the pre-saved votes are automatically confirmed.
The exercise of managerial rights is an important aspect of corporate governance. However, voting per se does not guarantee a good level of productive engagement between companies and shareholders. Indeed, GMs have always been a platform for issuer companies to provide information to their shareholders on the latest developments in the management and future outlook of a company. Traditionally, investors interact with company representatives at GMs by asking questions in addition to voting on matters on the agenda. However, with the increasing involvement of institutional investors in company management, the direct communication between shareholders and company boards has become an issue.
e-GEM, besides its main functions as an online system for electronic attendance, e-voting and e-proxy voting, has created a communication platform where shareholders or their proxies can watch the live broadcast of the physical meeting and monitor the meeting flow on their customized meeting screens. In this regard, the Turkish model for GM process management introduced concurrent electronic voting and communication [15] Voting time period is usually 2 minutes in Turkey.
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109 between all parties for the first time in the world (Keser Berber, 2012: 15) . Shareholders have the opportunity to express their opinions and make suggestions on a real time basis on the agenda items that are discussed during the meeting.
. [16] They can have their say on corporate decisions such as amendments to governing documents of the company, remunerations of senior managers, or authorization of additional shares, and can place items on the meeting agenda or propose resolutions. Following the approval of the meeting agenda, attendees cast their votes electronically or physically on a simultaneous basis.
Votes that are cast through e-GEM are reflected on the system screen that is used by the meeting chairman. Physical and electronic votes that make use of multiple methods such as partial and split voting are combined by the chairman and recorded in minutes of the meeting. Shareholders are notified through SMS/e-mail messages on all the operations performed during a meeting.
Post-GM operations were drastically improved with the introduction of an electronic system in the way the related parties access GM related information and documents. In no later than 15 days, meeting information and voting reports are instantly communicated to all participants via e-GEM, and vote confirmations are available to any requesting parties with the new market practice in compliance with international standards and principles. The GM process chain which begins with automatic issuer notifications ends with a final notification made by the issuer at the end of the meeting. This notification is sent by 6 pm of the closing day or, for GMs closing later than that, by 9 am of the following day. Meeting information and voting results are instantly communicated through SMS, e-mail and SWIFT messages uploaded by companies on e-GEM.
Archiving and availability of information and documents related to past GMs are usually costly and cumbersome in traditional GMs (Yayla, 2013: 54) . e-GEM provided the opportunity to disclose and archive GM related information and documents, such as meeting list of attendees, meeting resolutions, meeting minutes, voting results and audio-visual records on a secure electronic environment for both physical and electronic GMs. Post-GM information can also be reported by users according to various criteria, and in multiple languages. Easy access to information such as the results of proxy votes for shareholders, and access to voting policies for companies and analysts help them in their evaluations and decisions. Companies can report information including votes cast on the beneficial owner basis, opposition declarations, shareholder queries, voting ratios per agenda items, etc. which altogether help improve the investor relations strategies of companies.
All in all, e-GEM provides a forum for shareholders to communicate in real time with each other as well as with issuer representatives. Live communication between shareholders and company representatives through an online forum, before, during and after a meeting, not only creates goodwill for all parties but also improves the level of corporate democracy by enabling active participation of shareholders in corporate decisions.
[16] Number of suggestions are restricted to two suggestions per agenda item to prevent any suggestions hampering the flow of a meeting. The length of suggestions and questions are further limited to 600 words.
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The Impact of the Introduction of e-GEM on the Exercise of Rights by Shareholders in Turkey
Improvements in corporate governance practices in Turkey that are brought about by e-GEM are reflected in the increasing number of GM participations both for domestic and foreign shareholders. Although the new regulation mandated convening electronic GMs only for listed companies, following e-GEM's launch in October 2012 the first GM that took place using the platform was by that of an unlisted company. Since the launch of the system in October 2012, 346 companies have conducted their GMs [17] through e-GEM, with the total number of electronic GMs reaching 749 in the two years of the system's operation. Changes in the number of shareholder participations in ordinary GMs since the go-live date are depicted in Table 1 . The total number of GM participations was 20,701, corresponding to a 127% increase in 2014 over that of 2011.
[18] The increase in the total number of GM participants is 146% since e-GEM became operational. Statistics indicate that shareholders have shown their preference for electronic GM participation over physical participation. Although the total number of participations has gone up significantly, the number of physical participations in 2014 has decreased by 45% and 40% compared to 2011 and 2012 respectively. Moreover, the share of participations through e-GEM has reached 68% and 76% in 2013 and 2014 respectively. When only participations in ordinary GMs are taken into account, the total number of shareholders participating in meetings individually or through proxies reached 15,950 as of October 2014; corresponding to an increase of 133% and 69% in comparison to 2011 and 2012 respectively. These dramatic changes in shareholder participation in such a short time period justifies the regulatory reforms that aimed to raise the level of shareholder democracy in Turkey by setting up the legal framework for an electronic GM platform.
[17] The participation statistics provided in this study include ordinary and extraordinary GMs, and GMs of shareholders with preferential rights.
[18] In the following analyses it was assumed that all shareholders declaring their attendance before a meeting actually attended those meetings. In this regard, the actual numbers of participation in both physical and electronic GMs might be lower.
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An important factor behind the increase in the number of GM participations is reflected in the significant increase in foreign shareholder participation since the launch of e-GEM as depicted in Table 2 . Based on those numbers, the number of foreign shareholder participants in ordinary GMs [19] in Turkey has gone up by 490% from 2011 to 2014. In addition to the increase in numbers, the share of foreign shareholder participation jumped from 33% in 2011 to 84% in 2014. As shown in Table 3 , foreign shareholders began to use e-GEM solely for GM participation instead of in person attendance. In 2014, 98% of foreign shareholders used e-GEM for GM participation while 90% of domestic shareholders chose to be present at the meetings. Considering the fact that foreign share ownership in Turkish public companies varies between 60 and 70% in the last 3 years, [20] providing a single electronic platform for shareholders so that they could exercise their managerial rights remotely and efficiently was a major breakthrough in corporate governance practices in Turkey. The system also helped local custodian banks that act as proxy on behalf of foreign shareholders. A central electronic portal for management of all GM-related operations created efficiency in cost, time and human resource for these banks as foreign shareholders who are active in Turkey have residencies in more than 40 different countries.
[21] Electronic assignment of local custodians through e-GEM allows them to carry out GM operations for their clients and attend GMs without submitting power of attorney documents. Shareholders and custodian banks that act as proxies can receive instantenous notifications through [19] For a sound analysis only number of GM participations to ordinary meetings were taken as the basis in the following section.
[20] MKK system data.
[21] In 2014 foreign shareholders from 49 different countries participated to GMs through e-GEM.
SWIFT messages. They also have the ability to access all GM related information and documents before and after GMs in order to meet any local reporting requirements. The increase in the number of institutional shareholder participations in GMs is also striking after the introduction of e-GEM. As depicted in Table 4 , the participation of institutional investors, comprised mostly of foreign investors, went up by 342%, whereas individual participations dropped by 45% in the period from 2011 to 2014. The share of institutional investors in GM participation increased from 46% to 87% in the same period. Furthermore, as shown in Table 5 , the share of institutional investors participating in GMs through the electronic platform was 94%. The share of capital that was represented in ordinary GMs of 234 companies in our dataset reflects an interesting impact of electronic meetings. As depicted in Table 6 , in 2014, the ratio of capital represented at GMs to the total capital of companies increased by 3.65 and 3.35 points from the ratios in 2011 and 2012 respectively. These increases indicate that those shareholders who did not participate in GMs before the launch of e-GEM decided to do so in the following years. The Appendix to this paper gives a statistical analysis for the detection of normality in descriptive statistics. The availability of simultaneous participation in multiple GMs through e-GEM was another reason behind the increasing participation. Statistically, around 50% of all meetings of publicly traded companies in Turkey are convened in March, while the maximum number of meetings on a single day was 33.
[22] These numbers depict how difficult it is for a shareholder to participate in more than one GM in a given year with a solely physical system. e-GEM's communication platform function further contributed to the improvement of the level of corporate democracy by supporting direct shareholder activism. Shareholders sent 455 real-time queries/suggestions and 420 dissenting votes through e-GEM during the years covered by this study. The two-way interaction introduced with an electronic platform, both for physical and electronic meetings, has strengthened accountability of corporate representatives in Turkey, and enabled active participation of shareholders in corporate decisions ranging from executive remuneration to representation of women on company boards. The bilingual structure furthermore introduced a level field for foreign and local shareholders to be heard in key corporate decisions.
[23]
The usage of a digital signature framework for every operation in the system is a further achievement in market practices. The level of security provided by the electronic signature framework has ensured that all GM-related processes such as confirmation of attendance, proxy assignment, sharing of information, etc. are performed by the beneficial owner only. MKK participants who are responsible for e-GEM operations can access the system only after receiving their electronic signature cards and being authorized by MKK. e-GEM allows a secure environment to establish confidentiality of some GMrelated operations that could create power imbalances between majority and minority shareholders in case that information was made transparent. Proxy assignments, number of votes represented by a particular proxy and rate of GM participation are examples of information that would affect meeting decisions through strategic voting by some parties. The system encrypts access to such information sent by shareholders before a meeting. Confidentiality of shareholder data ensures that shareholders' decisions are reflected to the fullest extent during meetings.
Electronic participation through e-GEM implemented equitable treatment of shareholders as envisaged in global principles and best practices. Any conflict of interest between majority and minority shareholders that might adversely affect GM related processes is circumvented by a high level of transparency on the level of beneficial owners. In particular, minority shareholders are protected against any possible manipulation of significant corporate information by other investors or the company before a GM. Easy, complete and secure access to updated beneficial owner information before a meeting was also a major achievement in reducing costs related to shareholder identification. By merely uploading electronically signed GM related documents, issuers indeed are one of the major beneficiaries of the system with the elimination of manual and costly pre-meeting procedures.
[22] Borsa Istanbul and MKK data.
[23] Four companies held simultaneous electronic GMs in both Turkish and English in two years following the launch of the system.
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The new model in Turkey harmonized local market practices in GM management with global standards and best practices. Improvements in GM operations such as implementation of STP in notification of shareholders through communication channels such as SMS, e-mail and SWIFT messages, removal of securities blockages for shareholder identification, efficiency in proxy operations, introduction of new GM notification deadlines (GMD-14) and record dates (GMD-1) raised market practices in Turkey to the level of standards set by international bodies of experts such as JWGGM and ISSA.
Novelties such as access to GM related information from a primary source, e-voting, e-proxy assignment and voting, real-time communication, disclosure of meeting information and documents through a single platform, etc. also raised the level of corporate governance principles in the country and achieved compliance with OECD and ICGN Principles and the EU Shareholder Rights Directive. The new model strengthened protection of shareholder rights, equitable treatment of shareholders, improved transparency and streamlined exercise of managerial rights, particularly for foreign shareholders.
The PDP 4.0 project, which was initiated by MKK following the transfer of PDP's management from Borsa Istanbul, will introduce new improvements in GM operations such as direct electronic voting by foreign beneficial owners through SWIFT, using ISO compliant message formats [ISO 15022 and 20022 [24] . Furthermore, PDP's full integration with e-MKK Information Portal platforms such as Corporate Governance and Investor Relations (e-GOVERNANCE) platform will establish MKK as a single gateway for data on investors and companies. The planned upgrades that will be finalized in 2016 will generate further significant efficiencies in all corporate actions related operations in Turkey.
Better communication between shareholders and issuers will have further positive effects on corporate democracy beyond the core functions of GMs such as its being a platform for shareholder voting. We believe that the added information transparency, both for domestic and foreign investors, will contribute to investor confidence, and will have an indirect positive effect on the level of capital markets activities in Turkey.
The electronic platform has functionalities used for both physical and electronic GM processes due to the hybrid nature of meetings in Turkey. A single electronic platform for GM management creates a significant advantage of cost efficiencies due to scale economies. Moreover, both non-listed and listed companies can outsource all or part of their GM-related processes to e-GEM. In this respect, besides direct cost efficiencies brought about by raising the level of corporate governance in Turkey, we believe that the electronic system will create multiple positive externalities for the economy, including reductions in costs of capital for companies. There is room for further analysis in determining these effects in future studies.
Conclusions
The increasing international capital flows heightened the importance of corporate governance mechanisms in acquiring new capital. Large institutional investors such as sovereign and pension funds are increasingly taking corporate governance principles as well as financial performance into consideration in their investment decisions. Barriers against shareholder participation, coupled with complicated proxy processes, can divert international investors to countries with the best market practices in corporate governance. Good corporate governance practices can establish investor confidence in capital markets and create economic benefits through cost-time efficiencies and various externalities.
Efficient exercise of shareholder rights, such as in cross-border voting, is among the most important aspects of global principles and standards concerning corporate governance. Electronic GM platforms are widely recommended by global principles and standards as ideal systems that can improve corporate governance mechanisms in the world. These platforms have the capacity to implement fast and efficient infrastructures for the exercise of shareholder rights. Shareholders can participate in corporate decision processes more directly and with a broader base through electronic systems. Increased transparency of information with these platforms creates other advantages for the improvement of the level of corporate democracy by protecting the rights of minority shareholders.
In this context, we believe that the new Turkish model of GM process management is a unique example for other market participants, and other regulatory and post-trade institutions in the world. The model was set up with the backing of legal reforms in the form of the new Commercial Code, the new Capital Markets Law and related secondary regulations that were drafted by taking into account international efforts towards establishing global market practices for GM processes. These regulations paved the way for an electronic infrastructure for GM process management by mandating all publicly traded companies in Turkey to convene electronic as well as physical GMs and by giving the Turkish CSD, MKK, the responsibility to establish a single electronic GM platform. MKK's e-GEM has enabled issuers, beneficial owners and proxy holders to manage the whole GM process that starts with notification of shareholders and ends with sharing of post-GM information and documents.
Turkey is a good candidate to attract more foreign institutional investment in the near future thanks to the new legal framework and the electronic infrastructure that has dramatically improved participation of shareholders in corporate decision mechanisms. We believe that the improved position of foreign institutional investors in the new model, coupled with the ease of access to corporate information, will further implement better management practices in the country; these, therefore, will have direct positive effects on the Turkish economy.
